DEPARTMENT OF THE ARMY

HEADQUARTERS UNITED STATES ARMY FORCES COMMAND
1777 HARDEE AVENUE SW
FORT MCPHERSON GEORGIA 30330-1062

REPLY YO
ATTENTION OF

AFLG-PR 13 October 1997

MEMORANDUM FOR SEE DISTRIBUTION

SUBJECT: FORSCOM Nonappropriated Fund Contracting Information
Letter (CIL) 98-2, Internal Control Review Checklist

1. Reference Community and Family Support Center (CFSCY,
Contracting Directorate memorandum dated 25 September 1997,
subject: Internal Control Review Checklist - AR 214-5 (encl 1).

2. The attached document is forwarded for information and use as
applicable. The competition amounts on page 1 of 8 should be
corrected to read “$2,500” in lieu of “$1,000”. Question 6 on
page 3 of 8 should read “Is DA Form 4074-R or DA Form 4074-1-R

3. This check list will be used as a Contracting Management
Review tool to check compliance. A copy should be given to each
procurement employee, Chief of Services, and Assistant Director
of Community and Family Activities. It can also be used in
developing a Customer Education Class. Suggestions for additions

or deletions to the 1list should be forwarded to CFSC through this
office.

4, The POC for this action is Ms. Brenda Good Miller, DSN 367-
6224 or e-mail goodmilb@ftmcphsn-emhl.army.mil.

Encl CHARLES J.\GUTA
as Colonel,
Chief, Contracting Division, DCSL&R
Principal Assistant Responsible
for Contracting
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U.S. ARMY COMMUNITY AND FAMILY SUPPORT CENTER
ALEXANDRIA, VA 22331-05

REPLY TO
ATTENTION OF

CFSC-NCP

MEMORANDUM FOR SEE DISTRIBUTION

SUBJECT: Internal Control Review Checklist - AR 215-4

1. The enclosed internal control review checklist will continue to be used until further
notice.

2. The manager responsible for using this checklist will continue to follow the guidance
in AR 11-2 and DA Pamphlet 11-6. Specifically, they will:

a. Test whether prescribed controls are in place, operational, and effective. Use

analytical techniques such as statistical sampling, when appropriate, to conserve
resources.

b. ldentify areas where additions or reductions to existing controls are needed.
c. Select corrective actions when deficiencies can be corrected locally.

d. Refer deficiencies that cannot be corrected locally to higher command levels for
assistance.

e. Provide support for the commanders annual statement on the adequacy of
internal controls within the organization.

3. Point of contact for this action is Bill Gregory at DSN 221-0840 or COM: (703) 325-
0840.

FOR THE COMMANDER:

Encl JOHN C. McLAUGHLIN
Director, NAF Contracting

Printed on @ Recycled Paper W
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TASK: Base Support Services, General

SUBTASK: Community and Morale Support
Activities

THIS CHECKLIST: Nonappropriated Fund
(NAF) Contracting Management

ORGANIZATION:
ACTION OFFICER:
REVIEWER:

DATE COMPLETED:

ASSESSABLE UNIT: The specific managers
responsible for using this checklist (e.qg., at ap-
plicable FOA, MACOM, SIO, and TOE division
headquarters) will be designated by the cogni-
zant headquarters’ staff functional principal.
The responsible principal and mandatory
schedule for using the checklist will be shown
in the annually updated Management Contro!
Plan.

EVENT CYCLE 1: NAF Contracting Authority,
Responsibilities, and Policies

Step 1: Separate key functions and
responsibilities.

Risk: _

1. Unauthorized commitments.

2. Mismanagement of NAF assets and funds.

3. Opportunity for the undetected misuse of
authority and misappropriation of funds.

Control Objective:

1. Key functions are separated, and responsi-
bilities are clearly defined in writing.

2. Funds and assets are managed properly.

3. Violations of the Standards of Conduct are
avoided.

Control Technique:

1. Personnel are appointed in writing with a full
description of their responsibilities and limita-
tions and are provided the proper training.

2. Standards of Conduct (AR 600-50) are re-
viewed semiannually by MWR personnel.

3. Conduct semiannual conferences at installa-
tions with NAF operating personnel, legal
counsel, and appropriated fund (APF) con-

tracting representatives to discuss improving
procedures.

Test Question:

1. Are key functions (i.e., generating require-
ments, fund certification, contracting, receiving,
and authorizing payment) separated for the
protection of Fund personnel and the Fund?

Response: YES
Remarks: !

NO NA

2. Does the Assistant Director for Community
and Family Activities (ADCFA) recommend,
with complete justification, the appointment of
a NAF contracting officer to the instaliation
commander or designee? ‘

Response: YES____ NO

_ NA___
Remarks: '

3. Are all NAF contracting officers appointed in
writing by the installation commander or
designee?

Response: YES____ NO

_ NA_____
Remarks: !

4. Are ordering officers and Blanket Purchase
Agreement (BPA) callers appointed in writing
by the contracting officer and are limits to their
authority clearly stated?

Response: YES___  NO

) NA___
Remarks:!

5. Are Contracting Officer's Representatives
{CORs) designated and appointed in writing by
the NAF contracting officer, and are the limits
of their authority clearly stated?

Response: YES____
Remarks: '

NO NA____

6. Do NAF Contracting Officers receive the re-
quired training prior to being issued the con-
tracting officer’s warrant by the installation
commander or designee?

Response: YES____ NO

. NA__
Remarks: !

7. Are'individuals involved in any way with ac-
quisitions using NAFs cognizant of and abiding
by the provisions of AR 600-507?

Response: YES___
Remarks: |

NO___ NA___

8. Are semiannual acquisition conferences
held at the installation level with NAF operating
personnel, legal counsel, and APF representa-
tives to discuss means of improving con-
tracting procedures?

Response: YES_____
Remarks: !

NO___

NA___

UPDATE « DA CIR 11-89-1

Step 2: Policy and administrative requirements.

Risk:

1. Overcharges or misuse of NAF funds due to
lack of competition and availability of respon-
sive and responsible sources of supply.

2. Violation of applicable policies, regulations,
and public laws.

3. Use of unauthorized document numbering
and tracking systems that may result in unau-
thorized procurement actions and loss of con-
trol by the contracting officer.

Control Objective:

1. Competition is obtained to the maximum ex-
tent practicable.

2. Contracting officers comply with applicable
public laws, regulations, and policies.

3. The contracting office maintains contro! of
the Procurement Instrument ldentification
Numbering (PIIN) system.

Control Technique:

1. Contracting offices obtain adequate compe-
tition on procurements in excess of $1+666-

2. Written justifications for restrictions on com-
petition (less than adequate number of sources
or single or sole source).

3. A standard PIIN system for tracking all NAF
procurement instruments and documents.

4. Use only authorized NAF and approved con-
tracting forms that contain the proper
signatures.

5. Legal counsel will review certain contracting
actions prior to execution.

Test Question:
1. If the actual or estimated cost of a procure-
ment is over $+600, is adequate competition

obtained, unless valid sole source justification
is provided?

Response: YES NO
Remarks: '

NA

2. Are purchases not exceeding $+,808-equally
distributed amang qualified suppliers, and are
requirements consolidated when practicable?

Response: YES
Remarks: '

NO, NA__

3. Are qualified vendors and suppliers rotated
and given fair and reasonable opportunity to
bid on NAF requirements?

Response: YES NO. NA
Remarks: !

4. Are NAF Contracting Officers utilizing the
availability of other Government sources of
supply, when practicable?
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Response: YES____  NO.

_ NA______
Remarks: '

5. Are approvals for advance payments author-
ized in writing by the Fund Manager?

Response: YES___ NO

) NA___
Remarks: !

6. Are NAF acquisitions accomplished using
NAF or other approved contract forms?

Response: YES____ NO__ NA___
Remarks: '

7. 1s the disclaimer clause regarding advertise-
ments contained in AR 214-4, paragraph 2-9,
incorporated into all solicitations and resulting
contracts for resale activities?

Response: YES NO, NA
Remarks: '

8. Are alt NAF and APF contracting activities
using the uniform PIIN system when process-
ing acquisition actions using NAFs?

Response: YES

NO___
Remarks: !

NA____

9. Are separate document registers being
maintained by all contracting activities on a fis-
cal year basis for each of the various NAF pro-
curement instruments?

Response: YES NO NA
Remarks:*

10. Are OCONUS NAF contracting activities
complying with the requirements of DOD Direc-
tive 7060.3, International Balance of Payments
Program—Nonappropriated Fund Activities?

Response: YES

NO_____
Remarks: '

NA___

11. Are questions concerning payment, collec-
tion, or applicability of Federal, State, and local
taxes referred to legal counsel for advice?

Response: YES_____
Remarks: '

NO, NA___

12. When processing a ratification of an unau-
thorized commitment, are the documentation,
review, and approval requirements complied
with per AR 215-4, paragraph 1-247?

Response: YES_____
Remarks: '

NO NA____

13. Are NAF procurement requirements that
exceed, or that are estimated to exceed, the
NAF contracting officer’'s warrant limitations
forwarded to a supporting contracting activity
(i.e., APF contracting activity, HQ, USACFSC
NAF Contracting Division, or a MACOM cen-
tralized NAF contracting activity) for process-
ing and execution?

Response: YES____
Remarks: !

NO NA

EVENT CYCLE 2: NAF Acquisition Cycle

Step 1: Acquisition planning and preparation of
the purchase request.

Risk:

1. Processing NAF purchase requests (PRs)
with unauthorized signatures and funding ap-
provals will result in unauthorized
commitments.

2. Use of incorrect forms will result in unautho-
rized or invalid contracts.

3. Improperly completed forms may resuit in
the purchase of goods and services that will
not satisfy the NAFI's needs.

Control Objective:

1. Procurement is limited to authorized orders
for goods and services.

2. Purchase requests clearly and accurately
describe requirements and contain the re-
quired approvals and funding certifications.

Control Technique:

1. Personnet involved in the acquisition pro-
cess are cognizant of individual signature and
fund certification responsibilities.

2. Review all PRs upon receipt at contracting
office to ensure that the requirements are
clearly and accurately described and that doc-
uments contain the required signatures, ap-
provals, and justifications.

Test Question:

1. Are requesting activities providing specific
and realistic delivery or performance dates on
the DA Form 4065-R to specify the actual re-
quired delivery or performance periods?

UPDATE « DA CIR 11-89-1

Response: YES. NO. NA
Remarks: '

2. Is a DA Form 4065-R used to submit re-
quirements for supplies or services to the NAF
Contracting Office, except for those instances
set forth in AR 2154, paragraph 3-147?

Response: YES NO NA
Remarks: '

3. Do requesting activities, in preparing the PR,
clearly set forth the requirements and specifi-
cations on the PR in order to accurately de-
scribe the desired supplies or services
required?

Response: YES NO
Remarks: '

NA_

4. Has the contracting officer reviewed and
verified that PRs contain the required fund cer-
tifications and approval signatures upon
receipt?

Response: YES NO NA
Remarks:

5. Does the NAF contracting office have estab-

lished procedures for receiving and processing
PRs?

Response: YES NO
Remarks: '

NA_

6. if a requirement is determined to only be
available from a single source, is a sole source
justification included in the contract file?

Response: YES NO NA_
Remarks: '

Step 2: Determine the appropriate solicitation
and contracting method.

Risk:

1. Uneconomical” and untimely procurement
actions resulting in the payment of excessive
costs for goods and services.

2. Unauthorized and illegal commitments and
mismanagement of NAF assets and funds.
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Control Objective:

1. Utitize the most appropriate contracting
methods (forms and formats) for each acquisi-
tion in the best interest of the Fund.

2. Consuit tegal counsel to provide advice con-

cerning the legal sufficiency of proposed NAF
contracting actions.

Control Technique:

1. Adequate training of contracting personnel
_in various procurement methods.

2. Contracting personnel are allowed to deter-

mine the proper contracting methods (forms

and formats) based on individual purchase

requirements. o

3. Specify conditions to occur prior to authoriz-

ing the use of specific contracting methods.

4. Require legal reviews and approvals prior to

issuing certain types of solicitation and con-

tract documents.

Test Question:

1. Are written solicitations used for all con-
struction requirements in excess of $2,000 and
service requirements in excess of $2,5007

Response: YES____
Remarks:’

NO____ NA____

2.1s the DA Form,@@ﬁ, issued by the con-
tracting officer and used only for aver-the-
counter purchases of supplies and nonperson-
al services when no other purchase method is
suitable?
Response: YES NO NA
Remarks: !

3. Do all Blanket Purchase Agreements (BPAs)
have sequentially numbered procurement in-
strument identification numbers (PliNs) that
are recorded in a separate document register,
and do the BPAs contain the required terms
and conditions as set forth in AR 215-4, para-
graph 4-13?

Response: YES
Remarks: '

NO NA

4. Does the contracting officer review the BPA
caller’s files periodically, but not less than
semiannually, to ensure compliance with the
correct BPA call and ordering procedures at
the activity level?

Response: YES

NO NA.
Remarks:’

5. Has each BPA format been reviewed by le-
gal counsel prior to issuance and each time a
substantive change is made to the format or
terms and conditions?

Response: YES___ NO__

Remarks: '

NA__ _

6. Is DA Form 4074-H- (Contract
Clauses—NAF Supply and Service Contracts)
attached to solicitations, purchase orders,
agreements (BPAs, BOAs), and contracts, as
applicable?

Response: YES____ NO NA____
Remarks: '

7. Is DA Form 4075-R (Contract
Clauses—NAF Construction Contracts) at-
tached to all solicitations and resulting con-
tracts for construction, as applicable?

Response: YES___. NO____ NA_____
Remarks: '

8. Are unpriced purchase orders (UPOs) used
only when the conditions set forth in AR
215-4, paragraph 4-15, are met?

Response: YES____. NO____ NA
Remarks: '

9. Are request for proposals (RFPs) and invita-
tion for bids (IFBs) prepared using the pre-
scribed forms and utilizing the uniform contract
format (UCF)?

Response: YES____ NO___ NA___
Remarks: !

10. Do all RFPs and [FBs state in the solicita-
tion package the specific place, date, and time
tor the receipt of all proposals?

Response: YES____
Remarks: '

NO NA_-

11. When responses to a solicitation are re-
ceived, is the envelope time-stamped, dated,
and kept in a safe, secured place until the time
of opening?

Response: YES

NO____
Remarks: '

NA___

UPDATE « DA CIR 11-89-1

12. When conducting preproposal confer-
ences, are point-by-point, accurate records
kept of all discussions and are such records in-
cluded in the contract file?

Response: YES
Remarks: '

NO NA

13. Are the criteria set forth in AR 2154, para-
graph 4-35, utilized in determining whether a
prospective contractor is responsible?

Response: YES
Remarks: '

NO NA

14. Are all amendments to solicitation and
modifications to an existing contract issued us-
ing DA Form 4073-R?

Response: YES
Remarks: '

NO. NA

15. In the event of a protest to a proposed ac-
quisition, are the procedures and documenta-
tion requirements set forth in AR 215-4,
paragraph 4-40, satisfied?

Response: YES
Remarks: !

NO NA

16. Are unsolicited proposals received by the
NAFI forwarded to the Chief of the contracting
activity for coordination, receipt, evaluation,
and disposition?

Response: YES
Remarks:! ~

NO NA

17. Are all solicitations and contracts anticipat-
ed to be in excess of $100,000, including all
proposed concessionaire, professional ser-
vices, and amusement company contracts, re-
gardless of estimated dollar amount, reviewed
by legal counsel to ensure legal sufficiency?

Response: YES
Remarks: '

NO. NA

Step 3: Contract types.

Risk:

1. Violation of an applicable Public Law, reguia-
tion, or policy.
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2. Waiver of NAFI's contractual rights.

3. Hazard to the public health or public safety.
4. Processing a requirement for the NAFI that
is untimely or uneconomical.

Control Objective:

1. Contracting officers are cognizant of and
comply with Public Laws and statutes applica-
ble to NAFls.

2. Contracting personnel comply with the cor-
rect contracting type and methods when con-
tracting for different commodities and services.
3. Proper approvals and reviews are conduct-
ed to preclude the possibility of hazard to the
public or NAF! property. )

4. The NAFI obtains required goods and ser-
vices in the most timely, economical, and cost-
efficient manner.

Control Technique:

1. Contracting officers incorporate the required
contract provisions and clauses and comply
with the applicable Public Laws, statutes, and
regulations.

‘2. Contracting personnel utilize price compari-
son techniques to ensure that NAFIs are ob-
taining the best price for required items.

3. Require that a variety of approvals, reviews,
and certifications be obtained prior to the issu-
ance of a solicitation or execution of a
contract.

4. Contracting activities utilize predetermined
procurement methods when obtaining certain
items.

Test Question:

1. When the NAF! enters into a service con-
tract with an individual, has the contracting of-
ficer included the Privacy Act Statement and
obtained the necessary information from the
contractor for Internal Revenue Service (IRS)
reporting requirements (e.g., Social Security
Number (SSN) and address) prior to contract
award?

Response: YES NO

) NA____
Remarks:

2. If a NAFI enters into a contract subject to
the Service Contract Act of 1965, has the Con-
tracting Officer requested a wage rate determi-
nation from the Department of Labor and upon
receipt, incorporated the determination into the
solicitation or contract, as applicable?

Response: YES NO.

__ NA____
Remarks: !

3. Is the contract file documented supporting
the decision of the installation commander (or
designee) who determined that the NAFI will
obtain professional services by a professional
services-type contract?

Response: YES NO

_ NA___
Remarks: '

4. When contracting for property and casualty
insurance, does the contract contain the re-
quirement for the endorsement set forth in AR
215-4, paragraph 5-13?

Response: YES_____ NO
Remarks: '

NA____

5. When entering into a construction contract
for .over $25,000, has the contracting officer
complied with the requirements for perform-
ance or payment bonds required by the Miller
Act?

Response: YES___
Remarks: !

NO NA

6. Do all solicitations and resuiting concession-
aire-type contracts comply with the general
contract requirements set forth in AR 215-4,
paragraphs 5-22 and 5-237

Response: YES____ NO.

_ NA__
Remarks: !

7. Has the contracting officer made a determi-
nation, in writing, as to whether the conces-
sionaire contractor will be required to obtain
and certify, in writing, to the contracting officer
that the contractor has obtained the types of
insurance specified in AR 215-4, paragraph
5-247

Response: YES____
Remarks: '

NO. NA____

8. When contracting for interior design or kitch-
en design packages, is the package awarded
as a single package as set forth in AR 215-4,
paragraph 5-16?

Response: YES___ NO

) NA_____
Remarks: '

9. Do contract files for amusement companies
or traveling shows contain the required written
approvals and the terms and conditions re-
quired by AR 215-4, paragraph 5-37?

Response: YES___ NO

_ NA____
Remarks: ! -

UPDATE « DA CIR 11-89-1

10. When contracting for subsistence items,
are contracting personnel utilizing comparative
pricing techniques?

Response: YES_____
Remarks: '

NO. NA

11. Do all BPAs and orders for subsistence
food items contain provisions for the require-
ment of veterinary inspection by the post veter-
inarian prior to delivery to the receiving activity,
and do they also require the supplier to furnish
a copy of all delivery tickets to the veterinary
inspector upon arrival?

Response: YES NO NA
Remarks: '

Step 4: Contract award process.

Risk:

1. Contracts are not made in the best interest
of the Fund. '

2. Contracts are awarded to a nonresponsive
and/or nonresponsible vendors resulting in de-
lays and excess costs.

3. Public Laws or applicable regulations may
be violated.

Control Objective:

1. All actions made are in the best interest of
the Fund.

2. No contlict of interest or undue influence is
used to arrive at the award of the contract.

3. All NAF! contracts and orders contain the
mandatory clauses.

Control Technique:

1. Require that determinations of award and
non-award are made using sound business
judgment and that files are properly
documented.

2. All applicable regulatory guidance is ad-
hered to in awarding contracts.

3. Require all purchase orders, basic contracts,
and agreements contain the mandatory con-
tract clauses, and other provisions, as required

by the nature of an acquisition, DOD issuance,
or Public Law.

Test Question:

1. Are applicable legal reviews conducted prior
to issuing solicitations and contract awards per
AR 2154, paragraph 1-13?

Response: YES NO
Remarks: !

NA_

2. When soliciting quotes or offers, are the
evaluation factors that will be used for deter-
mining how the award will be made clearty set
forth in the solicitation document?
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Response: YES. NO NA,
Remarks: !

3. When soliciting offers using a request for
proposal (RFP), does the presolicitation file
contain the numerical weights to be applied to
the evaluation factors set forth in Section M of
the solicitation document?

Response: YES NO NA
Remarks: !

4. Per AR 215-4, paragraph 4-5, do con-
tracting personnel check the most current GSA
Consolidated List of Debarred, Suspended,
and Ineligible Contractors prior to solicitation
and award of all contracts?

Response: YES NO NA
Remarks: !

5. Is each NAF contract evidenced by a written
document?

Response: YES
Remarks: '

NO, NA

6. It the contracting officer selects sealed bid-
ding procedures, is the file documented to
show that the use of sealed bidding proce-
dures is to the advantage of the Fund?

Response: YES NO, NA
Remarks: !

7. Has the installation commander or designee,
DPCA, ADCFA, and Chief, Services Division,
taken steps to ensure that those having admin-
istrative supervision over NAF contracting per-
sonnel do not exert or allow others to exert
pressure on contracting personnel to violate
applicable regulations?

Response: YES

NO. NA
Remarks: '

Step 5: Contract administration and
management.
Risk:

1. Delays in delivery or performance may result
in increased costs to the NAFI.

2. Improper administration of a contract may
result in waiving the NAFI's rights.

3. Improper actions may result in unauthorized
commitments and misappropriation of funds.

Control Objective:

1. Proper delivery or performance by the
contractor.

2. All orders and contracts are properly
administered.

3. All actions taken are reflected in the con-
tract file.

4. All contract modifications and changes are
properly processed and required funding certi-
fications are obtained.

Control Technique:

1. Contracting personnel will monitor the con-
tractor's performance to ensure conformance
to contract terms and conditions.

2. Contracting officers will obtain certification
of additional funding when there is a modifica-
tion or change to the contract.

3. Copies of contractual documents are distrib-
uted to ensure that contracting, receiving, and
accounting personnel are involved in properly
administering an order or contract.

4. Contracting officers follow prescribed proce-
dures for exercising options to a contract.

5. Contracting personnel will document the
contract file to reflect what actions were taken
and why.

Test Question:

1. Do the contracting personnel follow-up with
contractors and requesting/receiving activities
to ensure that contractors are performing in
accordance with the terms and conditions of
the contract?

Response: YES____ NO

___ NA___
Remarks:!

2. Have procedures been established for distri-
bution of contractual documents (e.g., solicita-
tions, amendments, purchase/delivery orders,
contracts, modifications) to those activities in-
volved in reviewing solicitations and, after
award, in properly administering an order or
contract (e.g., requesting activity, central ac-
counting office (CAO), legal, receiving activity,
contractor, contracting office, fund manager,
etc.)?

Response: YES____ NO

_ NA___
Remarks: '

3. When the contracting officer exercises the
option on a contract containing an options
clause, in writing, and the option will not ex-
ceed the S-year limit, is the contract file prop-
erly documented and determinations included
supporting the contracting officer’s decision?

Response: YES NO. NA_
Remarks: '

UPDATE « DA CIR 11-89-1

4. If a modification is issued increasing the
contract price, are additional funds certified as
being available to cover the increase included
in the'contract file?

Response: YES____ NO

___ NA____
Remarks: !

5. if a modification to a contract is issued, does
the contract file refiect the actions and circum-
stances leading to issuance of the
modification?

NO. NA

Response: YES,
Remarks: !

6. Does the contract file summarize any negoti-
ations conducted in arriving at a fair, timely,
and equitable adjustment when the contracting
officer executed a contract change or
modification?

Response: YES NO NA
Remarks: '

Step 6: Receipt of goods and services.

Risk:

1. Receiving reports ali handled improperly, re-
sulting in erroneous payments.

2. Payments to vendors are unnecessarily
delayed.

3. NAFI rights under the contract are waived.

Controf Objective:

1. Receiving reports are forwarded promptly to
CAO for payment with copies furnished to the
contracting office. '

2. Inspection and acceptance of supplies and
services is done- a timely manner.

Controt Technique:

1. Receiving reports are property prepared and
annotated.

2. Recéiving activities report any discrepancies
to the NAF contracting office immediately.

3. Establish and enforce a requirement that a
copy of the receiving report becomes part of
the contract file.

Test Question:

1. Are contracting and receiving activity per-
sonnel familiar with the procedures for proper
inspection, acceptance, and rejection of non-
conforming goods?

Response; YES NO NA
Remarks: !

2. Have written procedures been established
for rejecting nonconforming goods and ser-
vices, and do these procedures identify what
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actions will be taken by receiving and con-
tracting personnel when goods and services
will be rejected?

Response: YES NO,

NA____
Remarks: !

3: Do all contracts for supplies and equipment
contain a clause giving the NAF! the right to in-
spect and accept or reject any nonconforming
items?

Response: YES, NO NA
Remarks: !

4. Has the contracting office provided a copy
of all orders and contracts to the appropriate
receiving activities?

Response: YES NO,

) NA___
Remarks: '

5. Is a copy of receiving reports or evidence of
payment sent to the contracting office and
placed in the contract files in order to close out
orders and contract files?

Response: YES NO NA
Remarks: *

6. Are contract files documented to show late

deliveries or late performance by the
contractor?

Response: YES NO.

O NA___
Remarks: !

Step 7: Contract close-out.

Risk:
1. Waiver or loss of NAFI's contractual rights
and privileges.

2. Delays in processing payments to
contractors.

Control Objective:

1. NAFI’s rights under the contract are protect-
ed during the administrtion of a contract
through the close-out.

2. Timely and correct payments to contractors
for supplies and services are received.

Control Technique:

1. Require proper documentation of actions
taken by the contracting office concerning the
contract to be included in the contract file.

2. Require proper procedures be followed in
closing out NAF orders and contracts, regard-
less of the dollar amount.

Test Question:

1. Does each contract file, regardless of
whether it is for a small purchase or other than
small purchase action, contain the appropriate
documentation for each action taken during
the period of the contract?

Response: YES_____
Remarks: '

NO___ NA____

2. Are small purchase order files closed out 1
year after a copy of the receiving report and/or
proof of final payment are received?

Response: YES____ NO

__ NA___
Remarks: '

Step 8: Acquisitions for overseas NAFIs.

Risk:
1. Mismanagement of NAF assets and funds.

2. Loss of supplies and equipment paid for with
NAFs.

Control Objective:

1. Cost-effective and efficient purchasing for
overseas NAFIs.

2. Timely and complete shipment of supplies
and equipment to overseas NAFIs.

Control Technique: )

1. Requirements for the contracting officer to
ensure that contracts contain the appropriate
terms and conditions.

2. Requirement for insurance coverage on cer-
tain shipments made for overseas NAFls.

3. Requirement for the use of established

purchasing and shipping procedures for over-
seas NAFIs.

Test Question:

1. Are appropriate shipment procedures fol-
lowed for marking and transporting supplies
and equipment destined for overseas NAFIs?

Response: YES_____ NO

_ NA_____
Remarks: '

2. Has the Fund Manager determined the ap-
propriate insurance coverage requirements
and has the contracting officer incorporated
those requirements in the order or contract for
shipment of overseas supplies and equipment?

Response: YES___ NO

) NA____
Remarks:
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3. Does the contract ciearly set forth in the
terms and conditions how and where the re-
ceiving activity will inspect and accept the sup-
plies and equipment that will be shipped to
overseas NAFIs?

Response: YES
Remarks: !

NO NA

4. If a shipment is suspected of being lost, has
the contracting officer notified the contractor in
order to initiate a tracer action? (AR 2154,
para 6-12)

Response: YES NO NA
Remarks: '

EVENT CYCLE 3: Contract Disputes, Appeals,
and Claims

-Step: Processing contract disputes, appeals,

and claims.

Risk:

1. Increased contract administrative costs to
the NAFIL.

2. Delays in the NAF! receiving required goods
or services.

3. Additional costs for goods or services
received.

Contro! Objective: Resolve any disputes and
appeals at the contracting office level; other-
wise process appeals in a proper manner to
equitably resolve all claims before they be-
come contractual disputes and must be re-
solved by the appeals process.

Control Technique:

1. Proper documentation of contract files to re-
flect all actions involving a dispute to a
contract.

2. The contraeting officer makes every possi-
ble effort to resolve the dispute initially in order
to avoid the unnecessary administrative costs
of the appeals process.

3. All dispute and appeal actions will be re-
viewed by legal counsel prior to execution.

Test Question:

1. Are the requirements set forth in AR 2154,
paragraph 7-21, followed when processing
claims for payment against a NAF| contract?

Response: YES. NO
Remarks: '

NA_

2. When a dispute has been initiated, has the
contracting officer made an effort to equitably
resolve the dispute and has the contract file
been documented to show what actions have
been taken, including documentation concern-
ing meetings or conversations between the
contractor and the contracting officer?
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Response: YES

NO__
Remarks: !

NA____

3. If the dispute cannot be equitably resolved,
has the contracting officer documented the file
and followed the procedures set forth in AR
215-4, paragraphs 7-12 through 7-20, for pre-
paring a written final decision on the dispute,
notifying the contractor of the decision made
and advising the contractor of the option to
appeal?

Response: YES NQ

___ NA____
Remarks: '

4. When preparing for an appeal action, has
the contracting officer compiled all relevant
documentation, coordinated all actions with le-
gal counsel, and prepared all files for presenta-
tion and review by the Armed Services Board
of Contract Appeals (ASBCA) as set forth in
AR 2154, paragraphs 7-13 through 7-20?

Response: YES NO, NA
Remarks: !

5. Has the contracting officer obtained the ad-
vice of legal counsel prior 1o taking any actions
concerning the handling and processing of a
contract dispute or appeal?

Response: YES NO

__ NA____
Remarks: !

EVENT CYCLE 4: Contract Terminations

Step 1: Processing terminations for the conve-
nience of the NAFI,

Risk:
1. NAFl is not able to exercise its rights under
the contract.

2. A claim or dispute action against the NAFi.

Control Objective:

1. Keep the number of termination for conve-
nience actions to a minimum.

2. Provide contractors fair and equitable treat-
ment when terminating a contract for the con-
venience of the NAFI.

3. The contracting officer uses prudent judg-
ment when terminating a contract for the con-
venience of the NAFI.

4. Contracting personnel will follow established
procedures for processing terminations.

Control Technique:

1. Incorporate the contract clauses, including
the termination clauses, in all bilateral
contracts.

2. The contracting officer evaluates all factors
and costs involved in terminating a contract tor
the convenience of the NAFI.

3. Legal counsel reviews all termination ac-
tions and ali supporting documentation prior to
execution of the termination action.

4. Properly document contract files.

Test Question:

1. Are the termination clauses (i.e., Termina-
tion for Convenience and Termination for De-
fault) incorporated in all bilateral contract
actions?

Response: YES____ NO

) NA___
Remarks: '

2. When the contracting officer has determined
that a termination for convenience action is to
the advantage of the NAFI, has the contracting
officer documented the file and obtained re-
view by legal counsel prior to executing the
action?

Response: YES____
Remarks: !

NO____ NA__

3. When the contracting officer is considering a
termination for convenience, are the effects of
this action considered on related purchases,
costs of the termination, and availability of
funds for the reprocurement, if necessary?

Response: YES____ NO

__ NA___
Remarks: '

4. Is the contractor notified in writing of a
pending or actual termination, and are all ter-
mination actions and supporting determina-
tions and legal reviews documented and
incorporated in_the contract file?

Response: YES_____ NO

__ NA____
Remarks: !

Step 2: Termination actions for the default of
the contractor.

Risk: NAF! waives its contractual rights caus-
ing increased administrative costs and delays
in obtaining required goods and services.

Control Qbjective:

1. Proper contract administration to help keep
terminations for default to a minimum.
2. Protect the NAF!I's contractual rights.

3. Provide the contractor with the opportunity
to cure or justify causes for the defautt.
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Control Technique:

1. The contracting officer takes prompt and
corrective action when the contractor is in de-
fault or appears to be failing to make the nec-
essary progress in performing the contract to
avoid its default.

2. The contracting officer obtains legal review
prior to executing a termination action.

3. The contracting officer provides the contrac-
tor the opportunity to take corrective actions
prior to defaulting on the contract or aliows the
contractor to show cause for its inability to
perform.

Test Question:

1. If the contractor appears to be failing and
sufficient time is remaining for the contractor to
perform, has the contracting officer issued a
written cure notice, as prescribed in AR 215-4,
paragraph 7-26, to the contractor to cure defi-
ciencies in its performance prior to processing
a termination for default action and is the con-
tract file properly documented to reflect this
action?

Response: YES NO NA
Remarks: '

2. If the contractor has already failed to make
delivery or perform in accordance with the
terms and conditions of the contract, has the
contracting officer prepared and issued a
show-cause notice in writing to the contractor
as prescribed in AR 215-4, paragraph 7-27,
and is the contract file properly documented?

Response: YES, NO NA
Remarks: '

3. Prior to executing a termination for default
action, has the contracting officer documentec
all actions taken and submitted the contract
file to legal ceunsel for review?

Response: YES___ NO

 NA_____
Remarks: !

‘Explain rationale for YES responses or provide
cross-references where rationale can be found. For
NO responses, cross-reference 1o where corrective
action plans can be found. If response is NA, explain
rationale.

| attest that the above-listed internal controls
provide reasonable assurance that Army re-
sources are adequately safeguarded. | am sat-
isfied that if the above controls are fully
operational, the internal controls for this sub-
task throughout the Army are adequate.

Deputy Chief of Staff for Personne}
FUNCTIONAL PROPONENT
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| have reviewed this subtask within my organi-
zation and have supplemented the prescribed
internal control review checklist when war-
ranted by unique environmental circum-
stances. The controls prescribed in this
checklist, as amended, are in place and opera-
tional for my organization (except for the weak-
nesses described in the attached plan, which
includes schedules for correcting the
weaknesses).

OPERATING MANAGER (Signature)
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